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FOREWORD 


The  nearly  200  million  pounds  of  honey  produced  annually  In  tlie  United 
States  Is  a  significant  contribution  to  the  food  supply  wlien  tlie  country 
is  at  war.  Also  the  3i  million  pounds  of  beeswax  plays  no  small  part  in 
the  preparation  of  all  sorts  of  munitions.  But  the  major  role  of  the 
honeybee  -  pollination  -  is  of  much  greater  importance  in  the  meeting 
of  wartime  food  goals. 

Without  the  aid  of  insects  to  effect  pollination  many  species  of  plants 
will  not  set  seed  or  produce  friiit,  no  matter  how  well  they  are  culti- 
vated. Crop  specialists  urge  the  keeping  of  more  bees  near  legumes  and 
certain  otlier  crojis.  It  would  be  difficult  to  estimate  the  dollar  value 
of  pollination  by  honeybees,  but  authori ti es  in  some  States  have  declared 
it  to  be  from  15  to  30  times  greater  than  the  value  of  the  honey  and  the 
beeswax  produced  in  those  States. 

Thus  the  three-fold  importance  of  the  beekeeping  industry  in  wartime 
becomes  (1)  need  for  adequate  pollination  of  agricultural  crops;  (2) 
greatly  increased  use  of  beeswax  in  waterproofing  parts  of  planes, 
ships,  artillery  pieces,  and  other  war  equipment;  and  (3)  heavy  demand 
from  packers  and  conf^umers  for  honey,  due  in  part  to  reduced  sugar 
suppli  es  . 

The  United  States  Government  has  recognized  the  importance  of  honey  as  a 
food  and  has  encouraged  the  Nation's  half  million  beekeepers  to  expand 
production.  Oovernment  agencies  concerned  have  authorized  the  manufac- 
ture of  necessary  beekeepers'  supplies.  To  insure  ample  supplies  of 
lioney  for  normal  uses,  the  Government  has  imposed  certain  limitations 
upon   the  quantities  to  be  used  in  manufactured  food  products. 

Need  for  increased  production  of  honey  and  beeswax  and  the  difficulties 
of  operation  under  various  wartime  restrictions  on  beekeepers'  supplies, 
prices,  and  related  matters  have  brought  many  new  problems  to  the 
Nation's  honey  producers.  It  is  difficult  for  beekeepers  individually  to 
keep  abreast  of  these  regulations  and  of  the  clianges  made  in  them  from 
time  to  time.  Many  producers  believe  that  tl)ey  can  cope  more  success- 
fully with  these  problems  through   their  own  business  organizations. 

Marketing  and  <1istribution  of  honey  have  assiuned  increased  importance  to 
commercial  beekeepers  through  tlie  country.  While  attempting  to  meet 
unprecedented  demand  for  their  products,  they  seek  to  avoid  the  pitfalls 
of  ove rexpansi oji  and  possibly  declining  prices  sucli  as  followed  the 
first  World  War.  In  these  efforts  many  have  come  to  appreciate  more 
fully  the  advantages  of  cooperative  marketing. 

Before  honey  reaches  the  consumer,  for  example,  it  usually  iindergoes 
some  processing.  It  is  generally  recognized  that  a  more  satisfactory 
product  may  be  placed  on  the  market  If  the  processor  has  thoroughly  mod- 
ern and  up-to-date  machinery  and  equipment.     In  such  plants,  blending. 
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hpatlng,  filtering,  straining,  and  related  processes  are  carried  on  under 
supervision  of  experts  to  the  end  that  a  quality  product  may  be  assured. 
Trained  employees  determine'  wliich  lots  of  honey  shall  be  mixed,  and  the 
percentage  of  pach  to  he  blended  to  produce  the  desired  grade  and  color 
of  honey. 

Activities  of  such  cooperatives  usually  are  not  confined  to  the  assem- 
bling, processing,  and  selling  of  Jioney  b\it  Include  also  assistance  to 
tlii^ir  members  in  v.-irlous  yiroblmiis  that  arise  In  production  and  In  the 
purcliMsf  of  suppll<:'s. 

This  report  lias  been  prepared  for  the  purpose  of  making  available  to 
interested  Itoney  producers  answers  to  some  of  the  questions  that  may 
arise  when  they  consider  the  oruan  j  7.;iti  on  of  a  honey  marketing  coopera- 
tive. r,r(iu]>s  tliat  decide  to  orji'niize  a  marketing  cooperative  may  find 
helpful  the  suggested  articles  of  incorporation,  bylaws,  marketing 
agreement,    and  other   forms  appearing  at  the  end  of  this  circular. 
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ORGANIZING  HONEY  MARKETING  COOPERATIVES 
IN  WARTIME 


By 

Hen  ry  M .  Bai  n 
Principa]   Agricultural  Economist 

Together  some  500,000  beekeepers  in  the  United  States  produce  about 
lOf)  million  po\inds  of  honey  each  year.  The  crop  of  abo\it  25,000  com- 
mercial producers  accounts  for  approximately  60  percent  of  this  honey. 
No  other  fann  product  better  illustrates  the  disadvantages  of  small  pro- 
ducers competing  with  each  other  in  making  sales.  Working  together  in 
their  own  cooperatives,  on  the  other  hand,  honey  producers  are  demonstra- 
ting that  they  can  effect  substantial  savings  in  marketing  their  honey. 
The  following  questions  and  answers  are  addressed  to  those  beekeepers 
who  seek,  through  cooperative  organization,  to  coordinate  and  strengthen 
their  efforts  to  increase  bee  colonies,  to  improve  production,  and  to 
assure  full  returns  to  producers  based  on  continuous  ample  supplies  of 
standardized  liigh   quality  products. 

1.  Wba t  are  farmers'    cooperative  marketing  associations? 

They  are  business  organizations  formed  by  producers  for  the  purpose 
of  collectively  marketing  their  farm  products.  Cooperative  market- 
ing associations  are  owned  and  controlled  by  the  producer-members 
and  are  operated  for  their  mutual  benefit.  Savings  resulting  from  a 
cooperative's  operations  are  paid  producers  on  the  basis  of  the  farm 
products  each  sells  through   the  association. 

Farming  is  generally  a  small-unit  business  and  cooperatives  have 
developed  out  of  recognition  by  producers  that  they  can  better  per- 
form certain  tasks  incident  to  marketing  -their  farm  products  by 
working  together  than  they  can  as  individuals. 

The  principal  objectives  of  farmers'  cooperative  marketing  associa- 
tions were  stated  by  Justice  Brandeis,  of  the  United  States  Supreme 
Court,   in  1929  as  follows: 

"The  farmers  seek.  .  .to  secure  a  more  efficient  system  of  produc- 
tion and  distribution  and  a  more  equitable  allocation  of  bene- 
fits. But  this  is  not  their  only  purpose.  Besides  promoting 
the  financial  advantage  of  the  participating  farmers  they  seek 
through  cooper  a tion .  .  .  to  require  an  equitable  assumption  of 
responsibilities  while  assuring  an  equitable  distribution  of 
benefits.  Their  aim  is  economic  democracy  on  lines  of  liberty, 
equality  and  fraternity." 

2.  What  benefits  may  honey  producers  expect  from  cooperative  marketing? 

In  normal  times  the  primary  purpose  of  cooperative  marketing  associ- 
ations is  to  increase  the  farm  income  of  their  members.     If  they  are 


not  able  to  do  this  they  will  not  operate  very  long.  Through  coop- 
erative action  honey  producers  are  able  to  pool  their  bargaining 
power;  improve  the  quality  of  honey;  increase  efficiency  and  effect 
economies  in  marketing  and  distribution;  broaden  market  outlets;  and 
promote  consumer  preference  for  their  product. 

Honey  marketing  cooperatives  own  and  operate  modern  processing 
facilities  with  latest  improvements  in  machinery  and  equipment. 
Making  available  to  honey  producers  constantly  improved  services, 
cooperatives  also  are  able  to  bring  consvmiers  high  quality  honey. 

During  the  war,  cooperatives  are  materially  aiding  Federal  agencies 
concerned  w ith  the  administration  of  Government  programs.  Farm 
cooperatives  represent  one  of  the  large  segments  in  the  food  indus- 
try and  they  are  assisting  the  War  Food  Administration  and  other 
branches  of  the  Department  of  Agriculture  in  programs  concerned 
with  production,  conservation,  and  distribution  of  agricultural 
products.  Also,  cooperatives  maintain  contact  with  the  Office  of 
Defense  Transportation,  War  Production  Board,  and  the  Office  of 
Price  Administration.  They  are  thus  in  possession  of  information 
relating  to  various  governmental  programs  and  are  able  better  to 
assist  their  members  in  carrying  on  their  production  operations. 

What  are  some  functions  of  cooperative  marketing  associations? 

Cooperatives  are  performing  a  wide  variety  of  sei'vices  incident  to 
marketing  farm  products.  Brief  reference  may  be  made  here  to  only 
a  few. .  Assembling  -  the  collection  of  the  product  from  various 
farms  for  market  distribution  -  is  an  important  marketing  function. 
Grading  can  hardly  be  overemphasized,  since  grades  are  the  stand- 
ards of  quality  under  which,  farm  products  are  sold.  Storage  is 
necessary  for  those  products  harvested  during  a  relatively  brief 
season  and  consumed  more  or  less  uniformly  throughout  the  year. 
Transportation  to  market  is  one  of  the  largest  items  in  the  cost  of 
marketing . 

Many  farm  products  must  be  processed  before  they  are  ready  for  the 
consumer.  In  the  case  of  some  products,  their  character  or  form  is 
entirely  changed.  Regardless  of  the  extent  of  processing,  effi- 
ciency in  these  operations  largely  determines  the  quality  of  the 
processed  product  and  the  economies  arising  from  the  association's 
operations.  The  final  task  of  a  marketing  cooperative  is  the  sale 
of  the  product.  This  is  the  one  function  by  which,  more  than  by 
any  other,  producers  determine  the  value  to  them  of  their  marketing 
cooperative.  If  the  association's  return  to  the  producer  is  not  as 
good  as  the  prevailing  market  price,  the  association  may  liave  diffi- 
culty in  holding  its  members.  Other  functions  include  financing, 
advertising,   and  sales  promotion. 

Some  farmers'  cooperatives  undertake  only  one  marketing  function, 
as  assembling  their  members'   product.     Honey  cooperatives  in  this 
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country,  however,  usually  perform  all  the  services  from  assembling 
to  processing  and  selling  the  honey.  Consumers  are  becoming  more 
and  more  familiar  with  cooperative  honey  brand  names,  siich  as 
"Sioux  Bee,"  "Blossomsweet, "  "Ohio,"  and  others.  Also,  a  large 
volume  of  honey  is  packed  each  year  by  cooperatives  for  sale  under 
brand  names  of  other  distributors. 

4.  What  are  some  of  tlie  limitations  in  cooperative  marketing? 

Cooperatives  cannot  control  prices;  neither  can  they  obtain  a  price 
above  the  market.  They  cannot  guarantee  cost  of  production,  nor  can 
tliey  eliminate  the  middleman.  They  cannot  make  money  for  a  producer 
of  poor  honey. 

In  marketing  farm  products  certain  functions  must  be  performed. 
These  functions  may  be  performed  by  farmers  through  their  own  coop- 
erative or  by  others.  Cooperative  costs  and  services  to  the  pro- 
ducers for  the  performance  of  these  marketing  functions  must  compare 
favorably  with  the  costs  and  charges  for  s\ich  services  by  other 
marketing  agencies.  If  they  do  not  do  the  job  better,  at  reasonable 
cost,   they  cannot  hope  to  survive. 

5.  Are  farmers'  cooperative  marketing  associations  generally  successful? 

Yes,  if  there  is  a  need  for  the  association  and  if  it  is  properly 
set  up  and  soundly  operated.  Over  the  years  the  record  of  produc- 
ers' cooperative  marketing  associations  in  the  United  States  has 
been  outstanding.  Reports  to  the  Cooperative  Research  and  Service 
Division  of  the  Farm  Credit  Administration  in  1943  show  that  nearly 
8,000  farmers'  cooperative  marketing  associations  were  in  operation 
in  the  United  States  at  that  time.  Serving  over  3u  million  produc- 
ers, the  combiTied  business  of  these  cooperatives  amounted  to  more 
than  $3  billion  in  1943. 

Honey  marketing  cooperatives  in  the  United  States  have  made  progress 
In  recent  years.  These  producer  organizations  are  now  handling 
approximately  15  percent  of  the  commercial  honey  crop  of  the  United 
States.  Honey  cooperatives  are  located  in  some  of  the  principal 
honey  producing  States,  and  some  of  them  have  members  in  other 
States.  Their  operating  policies  have  been  generally  conservative 
and  they  are  making  important  contributions  toward  better  methods 
of  preparation,  standardization,  and  improved  quality  of  the  honey 
marketed.  They  have  followed  soimd  financial  policies  and  have  done 
much  to  improve  relations  with  their  producers. 

G.     How   far   from  its  headquarters   should   a  honey  cooperative  have 
members? 

The  area  served  by  cooperatives  varies,  due  in  part  at  least  to  the 
necessity  for  adequate  volucie.      Generally,    where  an  association 
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operates  within  a  relatively  small  area  producers  have  closer  con- 
tact with  its  operations  than  where  an  association  receives  the  farm 
product  it  is  handling  from  more  widely  scattered  producers.  This 
close  relation  between  the  producer  and  his  cooperative  is  particu- 
larly desirable  in  the  case  of  an  association  Just  getting  under 
way.  By  having  its  members  near  enough  to  the  association's  head- 
quarters, management  is  enabled  to  keep  the  prodiicers  informed  as  to 
the  association's  problems  and  the  methods  employed  in  meeting  those 
problems.  There  are  exceptions,  however,  for  many  successful 
cooperatives  have  members  in  several  States. 

7.  What  is   the   required  minimum  production  for  a  member  of  a  honey 
cooperative? 

Generally,  none,  depending  upon  the  policy  of  the  association  and 
the  area  in  which  it  operates.  Some  cooperatives  have  only  a  few 
members,  each  of  whom  produces  and  delivers  to  the  association  a 
large  volume  of  honey  each  year.  Other  associations  have  both  large 
and  small  producers  and  the  membership  of  still  others  is  made  up 
entirely  of  relatively  small  producers. 

8.  Where  may  producers  obtain  information  on  forming  a  cooperative? 

From  the  dean  of  the  State  agricultural  college,  or  the  State  direc- 
tor of  extension.  Either  of  these  officials  will  see  that  Interested 
groups  receive  available  information  through  the  county  agent  where 
the  association  is  to  be  located,  or  the  extension  marketing  spe- 
cialist. Some  State  cooperative  marketing  acts  contain  specific 
provision  for  the  college  of  agriculture  to  make  a  survey,  upon 
request  of  the  group  concerned,  of  the  marketing  conditions  affect- 
ing the  commodities  proposed  to  be  handled  by  the  cooperative. 

The  director  of  markets  in  some  States,  notably  California  and 
Colorado,  is  authorized  to  assist  groups  of  producers  interested  in 
forming  cooperative  marketing  associations. 

The  district  banks  for  cooperatives,  established  by  the  Farm  Credit 
Act  of  1933  for  the  purpose  of  providing  at  reasonable  cost  the 
various  types  of  credit  needed  by  farmers'  cooperative  associations, 
may  be  able  to  give  assistance  to  groups  of  honey  producers  under- 
taking to  organize  a  marketing  association.  These  banks  are  located 
at:  Springfield,  Massachusetts;  Baltimore,  Maryland;  Columbia, 
South  Carolina;  New  Orleans,  Louisiana;  Louisville,  Kentucky; 
St.  Louis,  Missouri;  St.  Paul,  Minnesota;  Wichita,  Kansas;  Omaha, 
Nebraska;  Houston,  Texas;  Berkeley,  California;  Spokane,  Washington. 

Also,  the  Cooperative  Research  and  Service  Division  of  the  Farm 
Credit  Administration,  Washington,  D.  C,  maintains  a  staff  of  work- 
ers in  the  several  commodity  fields  who  work  with  groups  undertaking 
to  form  an  association  or  to  perfect  the  organization,  structure  of 
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ail  existing  one.  Tlie  Division  will  endeavor  to  give  helpful  advice 
and  suggestions  to  Interested  groups  upon  request. 

!) .     How  can  producers  deterinlne  whether  a  honey  marketing  cooperativ.e 
sliouli]  be  organized? 

Tn  addition  to  advice  of  officials,  the  group  considering  formation 
of  an  association  should  hold  one  or  more  meetings  at  which  the  pro- 
posed undertaking  Is  thoroughly  discussed.  Questions  considered 
might  include: 

Is  there  need  for  a  lioney  marketing  cooperative  in  the  area? 

What  services  is  it  proposed  the  association  shall  perform? 

How  are  these  services  now  being  performed;  are  costs  of  exist- 
ing services  reasonable? 

How  much  money  will  be  necessary  for  financing  operations  of  new 
association;  what  portion  of  this  can  members  furnish? 

What  portion  of  annual  production  of  honey  in  the  area  may  the 
association  expect  to  handle? 

Ts  the  prospective  volume  large  enough  for  economic  operation? 

Is  efficient  management  available? 

What  advantages  or  benefits  may  producers  expect  from  membership 
in  the  association? 

A  full  and  frank  discussion  of  these  and  related  questions  shoiild 
enable  the  producers  to  decide  whether  to  go  ahead  with  the  organi- 
^at^on.  Groups  usually  find  it  helpful  to  appoint  a  committee  to 
develop  information  for  presentation  at  their  meetings. 

It  sliould  be  remembered  tliat  a  cooperative  marketing  association  is 
a  business  undertaking  througli  which  producers  expect  to  receive 
better  prices  than  by  selling  as  individuals.  There  is  no  magic  in 
cooperation.  Tt  will  not  solve  all  the  beekeepers'  problems.  But 
a  cooperative  honey  marketing  association  can  efficiently  and  eco- 
nomically perform  tasks  incident  to  assembling,  processing,  selling, 
and  distributing  honey.  The  excellent  record  of  existing  honey 
marketing  cooperatives  demonstrates  this.  It  is  necessary  for  mem- 
bers to  understand  what  things  their  cooperative  can  and  cannot  do, 
and  to  confine  its  activities  to  those  which  the  association  is 
qualified  to  undertake. 

10.    If  the  group  decides  to  organize,   what  is  the  procedure? 

At  the  meeting  where  it  is  decided  to  form  a  cooperative,  the  pro- 
ducers should  appoint  a  committee  of  three  to  five  leading  producers 
to  perfect  tlie  organization.  Specifically,  the  organization  com- 
mittee would  prepare  or  have  prepared: 

1.  Articles  of  incorporation,  bylaws,  marketing  agreement,  and 
such  other  dociunents  as  may  be  necessary. 


2.  A  report  on  location  and  cost  of  such  facilities  as  may  be 
deemed  necessary  to  efficiently  and  economically  perform  the 
services  for  which  the  association  is  organized;  cost  anrl  nature 
of  necessary  equipment,  machinery,  and  supplies. 

Your  county  agent  or  the  marketing  specialist  at  your  agricultural 
college  can  render  invaluable  aid  in  these  several  steps.  After  the 
necessary  organization  forms  have  been  prepared,  and  information 
regarding  facilities  and  equipment  developed,  the  chairman  of  the 
organization  committee  should  call  a  meeting  of  the  producers  for 
the  purpose  of  ratifying  the  form  of  the  articles  of  incorporation, 
bylaws,  and  related  papers,  and  approving  the  report  on  the  site  and 
equipment.  Of  course,  at  this  meeting  the  producers  may  modify  the 
proposed  articles  of  Incorporation  and  related  papers  as  may  seem 
desirable.  Further,  they  may  direct  tiie  committee  to  acquire  a  site 
other  than  the  one  recommended  and  the  purchase  of  different  machin- 
ery and  equipment. 

At  this  meeting,  the  group  should  clioose  the  temporary  board  of 
directors.  This  board  may  consist  of  the  organization  committee,  or 
a  new  board  may  be  chosen.  There  are  some  advantages  in  having  the 
organization  committee  continued  as  the  temporary  board  of  direc- 
tors. For  example,  it  is  intimately  familiar  with  the  steps  already 
taken  and  probably  would  be  in  a  better  position  to  carry  to  conclu- 
sion the  matters  initiated.  In  any  event,  the  appointment  of  the 
temporary  board  of  directors  would  mean  that  the  organization  com- 
mittee should  be  disbanded,   and  the  temporary  board  should  carry  on. 

The  persons  who  are  to  act  as  tlie  first  board  of  directors  usually 
act  also  as  the  incorporators,  and  sign  and  acknowledge  the  articles 
of  incorporation  before  a  notary  public  after  approval  by  the  pro- 
ducers. The  articles  of  incorporation  are  then  mailed,  for  appro- 
priate recording,  to  the  Secretary  of  State  of  the  State  in  which 
the  association  is  being  formed. 

The  incorporators,  as  the  charter  members  of  the  association,  woiild 
then  proceed  to  adopt  bylaws.  The  board  of  directors  would  elect 
officers  and  would  have  marketing  agreements  entered  into  with  pro- 
ducers, and  thereby  obtain  members  for  the  association.  They  should 
also  develop  information  regarding  a  site  and  equipment  as  directed 
at  the  last  meeting.  After  the  Secretary  of  State  has  filed  the 
articles  of  incorporation  for  record,  he  will  advise  the  association 
that  this  has  been  done.  In  some  States,  the  articles  of  incorpora- 
tion must  also  be  filed  in  the  county  in  which  the  association  has 
its  principal  office. 

Suggested  forms  of  articles  of  incorporation,  bylaws,  marketing 
agreement,  membership  certificate,  and  other  forms  designed  to  aid 
honey  producers  in  forming  a  honey  cooperative  marketing  associa- 
tion,  appear  at  the  end  of  this  circular. 
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11.  Is  it  necessary  to  Incorporate  a  cooperative  association? 

No.  It  Is  possible  to  organize  and  operate  an  unincorporated  coop- 
erative marketing  association,  but  under  the  present  comp] ex  and 
highly  competitive  marketing  conditions,  it  is  desirable  for  a  coop- 
erative to  be  incorporated.  Incorporation  gives  an  association  or 
any  other  business  a  distinct  legal  status  not  otherwise  obtainable. 
Liability  of  members  of  Incorporated  cooperatives  usually  is  limited 
by  the  several  State  cooperative  marketing  acts  to  the  amount  of 
capital  in  the  association  held  by  them,  or  any  money  they  may  owe 
the  cooperative.  An  unincorporated  association,  on  the  other  hand, 
may  be  compared  with  a  partnership,  which  means  that  each  member 
would  be  individually  liable  for  the  debts  of  the  association. 

An  incorporated  cooperative  marketing  association  has  the  powers 
specifically  set  forth  in  its  articles  of  incorporation,  and  usually 
has  the  power  to  engage  in  the  activities  set  forth  In  the  act  under 
which  it  Is  formed,  and  to  do  such  things  as  may  be  necessary  or 
proper  for  the  accomplishment  of  its  purposes.  It  has  the  power  to 
borrow  money  in  Its  own  nam.e,  to  own  real  and  personal  property 
necessary  for  the  operation  of  the  association,    to  sue  and  be  sued. 

12.  What  is  a  charter  and  what  does  it  cost? 

Broadly  speaking,  a  charter  is  a  right  or  privilege  accorded  by  a 
State  to  the  organizers  of  an  incorporated  cooperative  to  do  busi- 
ness as  a  corporation  under  the  laws  of  such  State.  The  articles  of 
incorporation  of  an  association,  when  approved  by  the  official  of 
the  State  to  whom  application  for  incorporation  is  made,  are  gener- 
ally looked  upon  as  the  charter  of  the  association.  The  fee  for 
filing  articles  of  incorporation  is  usually  $10,  and  should  accom- 
pany the  articles  of  Incorporation  when  they  are  mailed  to  the 
Secretary  of  State. 

13.  What  is  the  policy  of  the  Federal  Government  toward  farmers'  coop- 
eratives? 

Several  laws  enacted  by  Congress  clearly  indicate  that  it  is  the 
policy  of  the  Federal  Government  to  encourage  and  facilitate  cooper- 
ation among  producers  of  farm  products.  It  is  not  possible  to  dis- 
cuss here  these  various  legislative  enactments  over  the  last  three 
decades,  but  reference  will  be  made  to  the  more  significant  ones. 

The  Capper-Vol stead  Act,  passed  by  Congress  in  1922,  represents  an 
important  milestone  in  the  cooperative  movement.  It  declares  that 
farmers'  cooperative  associations  which  meet  Its  conditions  may 
assemble,  process,  handle,  and  market  farm  products  in  Interstate 
and  foreign  commerce  in  a  normal  way  without  violating  Federal  anti- 
trust laws.  The  conditions  of  the  Act  with  which  cooperatives  must 
conform  are:      (1)   The  associations  must  be  engaged  in  Interstate  or 
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foreign  comirierce;  (2)  They  must  be  composed  of  producers  and  operate 
for  the  mutual  benefit  of  their  members;  (3)  They  cannot  do  more 
than  half  of  their  business  (in  va]ue)  with  nonmembers;  and  (4)  They 
must  either  limit  each  member  to  one  vote  or  limit  dividends  on 
stock  or  membership  capital  to  not  more  than  8  percent  per  year. 
Associations  may  comply  with  both  of  these  latter  requirements  if 
they  wish  to  do  so.  Under  the  Cappe r- Vol s tead  Act  it  is  Immaterial 
whether  producers'  cooperative  associations  are  incorporated  or 
unincorporated,  or  whether  they  have  capital  stock  or  are  nonstock 
organizations.  The  cooperative  laws  of  the  several  States  generally 
confer  on  farmers'  cooperatives  similar  authority  with  respect  to 
Intrastate  business  as  that  contained  in  the  Capper- Vol  stead  Act. 

The  policy  of  the  Federal  Government  toward  cooperative  marketing  is 
well  expressed  In  the  first  paragraph  of  the  Agricultural  Marketing 
Act  of  1929,   which  declares  in  part,    It  is 

"...the  policy  of  Congress  to  promote  the  effective  merchandising 
of  agricultural  coramodl ties . . . so  that  the  Industry  of  agriculture 
will  be  placed  on  a  basis  of  economic  equality  with  other  indus- 
tries...by  preventing  inefficient  and  wasteful  methods  of  dis- 
tribution ...  by  encouraging  the  organization  of  producers  into 
effective  associations  or  corporations  under  their  own  control 
for  greater  unity  of  effort  In  marketing..." 

The  primary  purpose  of  enacting  the  Agricultural  Marketing  Act  was 
to  provide  a  Government  source  of  credit  on  reasonable  terms  to 
farmers'  cooperative  marketing  associations.  Cooperatives  through- 
out the  country  received  substantial  aid  under  the  Agricultural 
Marketing  Act.  The  Farm  Credit  Act,  passed  in  1933,  amplified  and 
greatly  strengthened  the  Agr  i  cii]  tur  al  Marketing  Act.  It  established 
12  district  banks  for  cooperatives  and  a  central  bank  for  coopera- 
tives, so  that  credit  aid  to  farmers'  marketing,  purchasing,  and 
service  cooperatives  could  be  handled  through  these  lending  institu- 
tions instead  of  through  one  central   organization  in  Washington. 

By  a  law  enacted  in  li)26  Congress  set  up  a  special  division  in  the 
Department  of  Agriculture  to  work  with  and  strengthen  farmers'  coop- 
eratives. This  division,  tlie  Cooperative  Research  and  Service 
Division,  in  the  Farm  Credit.  Administration,  assists  groups  of 
farmers  who  desire  to  or-'  i.iv"  '  'operative  associations  and  aids 
such  associations  in  H  \  ••  1  op  i  n sourni  and  effective  methods  of 
operation.  When  necessary  to  more  effectively  aid  the  cooperative 
movement  in  a  particular  commodity  field,  the  Division  conducts 
research  studies  of  problems  relating  to  management,  organization, 
financing,  and  membership  relations.  The  Division's  staff  cooper- 
ates witii  educational  agencies,  cooperative  associations,  and  others 
in  the  dissemination  of  information  relating  to  cooperative  princi- 
ples and  practices.  In  fact,  during  the  war  the  Federal  Government 
has   assisted   farmers   in   several    commodity  fields  in  setting  up 
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cooperatives  to  facilitate  adniln  Is  tra  ti  oji  of  the  Gove  mm  en  t' s  pro- 
grain  with  respect   to  those  commodities. 

14.  Do  the  several  States  encourage  cooperative  marketing? 

Yes.     All   the  States  have  one  or  more  laws  under  which  producers' 
cooperative  marketing  associations  may  be  organized.     Most  of  these 
statutes  contain  a  declaration  of  policy  to  the  effect  that  they  are 
passed   "...to  promote,    foster  and  encourage  the   intelligent  and 
orderly  marketing  of  agrl cul tiiral  products  through  cooperation..." 

It  will  be  remembered  that  if  producers  want  to  incorporate  their 
marketing  associations  this  must  be  done  under  the  law  of  a  State. 
There  is  no  Federal  law  under  which  such  associations  may  be  in- 
corporated. 

The  State  cooperative  marketing  statutes  contain  detailed  provisions 
regarding  the  organization  structure  of  cooperatives,  and  generally 
include  the  following: 

1.  Who  may  organize  the  cooperative  and  minimum  number  of  mem- 
bers required  to  incorporate,   terms  and  conditions  of  membership; 

2.  Purposes  for  which  association  may  be  organized  and  the 
powers  it  sliall  have; 

3.  Provisions  regarding  the  articles  of  incorporation,  bylaws, 
and  marketing  agreement; 

4.  Fees  required;   annual  report  of  association; 

5.  Voting  rights  of  stockholders  and  members; 

6.  Capital  structtire  as  to  stock  and  nonstock. 

Those  contemplating  the  organization  of  a  cooperative  association 
will  find  it  helpful  to  obtain  a  copy  of  the  cooperative  marketing 
act  of  the  State  in  which  the  association  is  to  be  Incorporated. 
This  may  be  done  by  writing  the  proper  State  official,  usually  the 
Secretary  of  State. 

15.  VVlio  may  be  members? 

The  State  cooperative  marketing  statutes  usually  declare  that  coop- 
erative marketing  associations  may  admit  as  members  only  pro.ducers 
of  the  agricultural  products  which  are  to  be  handled  by  the  associa- 
tion. Tenants  and  lessees  of  land  used  for  the  production  of  such 
products  and  lessors  and  landowners  who  receive  as  rent  at  least  a 
part  of  the  crop  raised  on  the  land  may  be  members. 
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The  members  themselves  determine  wJiat  shal]  be  the  requirements  for 
membership  In  the  association  under  the  provisions  of  the  law,  and 
inr-lude  such  requirements  in  the  bylaws.  In  addition  to  declaring 
that  a  member  must  be  a  bona  fide  producer  of  farm  products,  the  by- 
laws usually  provide  that  he  sliall  purchase  a  share  of  stock  or  pay 
a  membership  fee,  depending  on  whetlier  the  association  is  a  stock  or 
a  nonstock  organization.  Of  course,  tlie  prospective  member  should 
agree  to  comply  witli  the  requirements  of  the  bylaws. 

16.  How  many  producers  are  necessary   to  form  a  cooperative  marketing 
association? 

If  a  cooperative  is  Incorporated,  the  minimum  number  of  producers 
required  for  forming  the  association  is  set  forth  in  the  act  under 
which  it  is  to  be  incorporated.  The  usual  number  is  five  producers. 
It  varies,  however,  in  the  different  States.  To  ascertain  the 
niunber  required  in  a  given  State,  consult  the  cooperative  marketing 
statute  of  that  State.  There  is  no  minimum  number  of  producers 
necessary  for  forming  an  unincorporated  cooperative  association. 

In  any  event,  there  should  be  a  sufficient  number  of  prod\icers 
signed  up  as  members  to  insiire  an  adequate  volume.  Otherwise,  the 
association's  operating  cost  may  be  unreasonably  high;  it  may  be 
handicapped  in  providing  necessary  marketing  and  processing  facili- 
ties, and  its  influence  as  a  marketing  agency  greatly  lessened.  Any 
factor  which  tends  to  reduce  volume  affects  the  association's  pros- 
pect for  success. 

17.  What  minimum  volume  should  a  honey  processing  cooperative  handle? 

It  is  not  possible  to  specifically  answer  the  question  because  of 
circumstances  which  may  prevail  in  different  areas.  Normally,  it  is 
deemed  desirable  for  a  cooperative  to  have  a  sufficient  number  of 
producers  signed  up  to  supply  it  with  approximately  one  million 
pounds  of  honey  for  processing.  Yet  many  cooperatives  have  operated 
successfully  with  less  than  half  that  volume.  Certainly  the  asso- 
ciation must  have  sufficient  volume  to  permit  it  to  operate  at  rea- 
sonable cost,  to  enable  it  to  be  a  factor  in  the  market.  Just  what 
volume  the  honey  processing  cooperative  should  have  will  be  deter- 
mined to  an  important  degree  by  the  circumstances  in  the  specific 
case . 

18.  Is  a  marketing  contract  necessary? 

No.  But  where  a  cooperative  employs  a  contract  it  is  able  to  more 
accurately  estimate  the  volume  of  product  it  will  handle  for  its 
members.  This  is  particularly  important  in  the  early  years  of  a 
cooperative,  for  the  association  is  thus  in  better  position  to  sat- 
isfactorily determine  its  processing,  wareliousing,  merchandising, 
and  financing  policies.     Also,  opponents  will  be  less  able  to  divert 
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members  from  the  association.  The  relation  between  the  cooperative 
and  the  member  is  set  forth  in  some  detail  in  the  marketing  con- 
tract; the  duties  and  obligations  of  the  member  to  the  association 
and  of  the  association  to  the  member  are  covered  by  it.  The  market- 
ing agreement  of  cooperative  associations  was  described  by  a  court 
two  decades  ago  thus: 

"It  amounts  to  nothing  more  nor  less  than  an  agreement  or  combi- 
nation between  them  (the  members  of  the  association)  to  place  the 
disposition  and  sale  of  their  crop  each  year  In  the  hands  of  a 
Joint  agent... for  the  purpose  of  avoiding,  as  far  as  possible, 
competition  among  thonselves  and  thereby  raise  the  price  of  their 
products.  " 

It  would  be  easy  to  overemphasize  the  importance  of  the  growers' 
contract,  however.  Coercion  is  not  cooperation  and  it  should  be 
remembered  that,  if  growers  are  unwilling  to  cooperate  voluntarily, 
signing  a  marketing  contract  will  not  make  cooperators  out  of  them. 
Many  successful   cooperatives  do  not  use  a  growers'  contract. 

HTiat  deductions   are  made  by  cooperatives  from  sales  of  members' 
honey? 

Usually  the  marketing  contract  authorizes  the  association  to  make 
deductions  for  operating  and  overhead  expenses  Incident  to  the  sale 
and  distribution  of  the  members'  honey  and  for  necessary  reserves. 
The  following  is  indicative  of  such  contract  provision: 

The  association  agrees  to  remit  to  the  producer  proceeds  of  sales 
of  5;uch  honey,   after  deducting  necessary  costs  and  expenses  of 
handling,  processing,   storing,   and  marketing,   and  not  to  exceed 
(1  cent  per  pound)      for  unforeseen  contingencies  and  reserves. 

Cooperative  associations  operate  on  a  cost  basis,  or  as  nearly  so  as 
practicable,  and  If  funds  are  accumulated  in  excess  of  requirements, 
provision  is  made  for  returning  such  excess  to  the  members.  One  way 
of  accomplishing  this  is  through  the  payment  of  a  patronage  dividend 
on  the  basis  of  the  voliune  of  honey  marketed  through  the  cooperative. 

The  Office  of  Price  Administration  has  recognized  the  payment  of  pa- 
tronage dividends  by  farmers'  cooperatives  as  a  fundamental  princi- 
ple of  cooperation.  Supplemental  Order  84,  Issued  by  the  Office  of 
Price  Administration  on  February  14,  1944,  authorizes  the  payment  of 
patronage  dividends  by  farmers'  cooperative  marketing  associations 
which  meet  the  requirements  set  forth  therein,  even  though  the  patron-' 
age  dividend  plus  the  original  payment  to  the  producer  results  in  his 
receiving  more  for  the  commodity  than  the  applicable  ceiling  price. 

It  should  be  noted  that  Supplemental  Order  84  applies  to  market- 
ing cooperatives  generally,    and  not  just   to   farm  cooperatives. 


Furthermore,  It  authorizes  the  payment  of  patronage  dividends  to 
iionraembers  as  well  as  members.  To  pay  patronage  dividends  without 
violating  maximum  price  regulations  where  the  price  the  association 
pays  the  patron,  plus  the  patronage  dividend,  exceeds  the  ceiling 
price  for  the  commodity,  the  association  must:  (1)  Conform  with  the 
applicable  statutes  of  the  State  in  which  it  is  formed,  and  be  oper- 
ated for  the  mutual  benefit  of  its  patrons;  (2)  Not  handle  a  greater 
proportion  (in  terms  of  dollar  value  or  unit  volume)  of  noiunember 
business  than  it  handled  in  1943;  (3)  Not  be  controlled  as  to  fi- 
nances, policy,  payment  of  patronage  dividends,  employment  or  com- 
pensation of  personnel  or  agents,  or  in  any  other  way,  by  any  person 
other  than  a  cooperative  association;  (4)  Not  offer  or  agree  to  pay 
a  patronage  dividend  of  a  definite  amount  or  at  a  specific  rate;  nor 
pay  patronage  dividends  until  the  close  of  the  association's  fiscal 
year  or  at  the  end  of  interval  of  not  less  than  6  months  where  asso- 
ciation's books  are  regularly  closed. 

Although  some  of  the  foregoing  requirements  are  covered  by  the  pro- 
visions of  the  Capper-Volstead  Act,  referred  to  in  answer  to  ques- 
tion 13,  the  proposed  regulation  declares  specifically  that  farmers' 
cooperatives  are  required  to  conform  with  all  requirements  of  that 
law;  and  finally  that:  (a)  If  the  association  customarily  differ- 
entiates between,  and  maintains  separate  accounting  records  for 
various  operations  in  different  areas  or  commodities,  the  dividend 
paid  to  patrons  whose  commodities  are  marketed  In  one  operation  may 
not  include  any  sums  derived  from  other  operations,  and  (b)  Any 
business  done  by  an  association  at  the  direct  request  of  the  Govern- 
ment or  any  of  its  agencies  as  part  of  special  Government  procure- 
ment program  shall  be  disregarded  in  determining  its  member  and 
nonmember  business. 

Is  it  ethical  for  a  member  to  deliver  only  a  part  of  his  honey  to 
the  association  and  to  sell   the  balance  outside? 

The  success  or  failure  of  a  cooperative  is  determined  primarily  by 
the  support  given  it  by  the  members.  The  best  evidence  of  the  mem- 
bers' support  and  confidence  in  their  association  is  in  the  delivery 
of  their  product  to  the  cooperative  for  marketing.  Without  volume, 
the  association  cannot  expect  to  live  -  a  decrease  In  volume  means 
Increased  per  unit  costs  for  the  association  and  reduced  effective- 
ness as  a  marketing  agency.  Uncertainty  as  to  quantity  which  may  be 
delivered  by  producers  for  marketing  in  any  year  creates  almost  in- 
surmountable obstacles,   insofar  as  management  is  concerned. 

Generally,  a  marketing  cooperative's  contract  contains  language 
somewhat  as  follows: 

"...the  producer  sells  and  agrees  to  deliver  to  the  association 
all  of  the  (honey,  or  whatever  product  the  association  Is  engaged 
In  marketing)  produced  by  or  for  him  or  acquired  ty  him  as  land- 
lord or  lessor..." 
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These  contracts  uniformly  except  from  the  above  provision  such 
quantity  of  tlie  products  the  association  is  marketing  as  may  be 
required  by  the  producer  for  his  own  use.  Also,  honey  cooperatives 
sometimes  Include  a  provision  to  the  effect  that  the  producer  may 
retain  sufficient  honej  to  take  care  of  local  needs. 


Main  plant   of    the   Sio.  iciation,    Sioux  City,    1  c  ..  ^  .      Here    and   at    the  asso- 

ciation's branch  at  Lima,  Ohio,  some  10  million  pounds  of  honey  are  received  from 
producers    in    12  States   and  processed   each  year. 

The  functions  performed  by  honey  processing  cooperatives  are  pretty  much  the  same. 
These  include  (a)  straining  the  honey  to  remove  any  sediment  or  material  which  may 
have  gotten  into  it;  (b)  blending  to  insure  a  uniform  color,  flavor,  and  density; 
(c)  heating  to  destroy  yeasts  and  to  prevent  crystallization;  (d)  packaging;  and 
(e)    shipment    to  distribution  agencies. 

21.  May  nonmember  producers  sell  through  the  cooperative? 

Most  cooperative  marketing  acts  authorize  farmers'  cooperatives  to 
handle  nonmember  business,  with  the  limitation  that  the  business 
done  with  nonmerabers  shall  not  exceed  in  value  the  amount  of  busi- 
ness transacted  with  members.  There  are  many  advantages  to  both  the 
cooperative  and  the  nonmember  In  having  his  product  sold  through  the 
cooperative.  For  example,  the  cooperative  is  thus  able  to  determine 
whether  the  producer  would  make  a  desirable  member,  and  the  producer 
is  able  to  more  satisfactorily  appraise  the  services  performed  by 
the  cooperative  and  compare  its  returns  with  prices  paid  by  private 
handlers. 

To  determine  whether  a  cooperative  in  a  given  State  may  handle  non- 
member  business,  consult  the  cooperative  marketing  act  of  that 
State. 

22.  What  is  pooling? 

When  used  in  connection  with  cooperative  marketing,  pooling  refers 
to  a  method  of  marketing  by  which  the  products  of  members  are 
mingled  and  sold  by  grade,   instead  of  as  each  grower's  separate 
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crop.  In  a  pool,  therefore,  a  producer's  crop  is  not  kept  separate 
from  the  crops  of  the  other  members,  but  is  minglerl  with  them,  and 
he  receives  his  pro  rata  share  of  returns  from  all  the  crops.  One 
advantage  to  the  grower  in  pooling  his  product  is  that  risks  of 
marketing  ere  distributed  among  all  the  crops  in  the  pool.  Thus, 
instead  of  being  obliged  to  assume  all  the  risk  if  his  product 
should  arrive  at  the  market  when  prices  are  poor,  he  receives  a  fair 
average  price. 

23.  Are  mem]pers  liable  for  the  debts  of  their  cooperative  association? 

The  State  cooperative  marketing  acts  usually  declare  that  no  member 

...shall  be  liable  for  the  debts  of  the  association  to  an  amount 
exceeding  the  sum  remaining  unpaid  on  his  membership  fee  or  his 
subscription  to  the  capital  stock,  including  any  unpaid  balance 
on  any  promissory  notes  given  in  payment  thereof. 

However,    the  statutes  of  a  few  States  differ  from  the  general  rule. 
Those  organizing  a  cooperative  should,   therefore,   examine  applicable 
provisions  of  the  law  under  which   the   association  is  being  incor- 
porated.    As  pointed  out  earlier,   each  member  of  an  unincorporated 
association  is  liable  for  the  debts  of  the  association. 

24.  For  what  purposes  do  honey  marketing  cooperatives  require  funds? 

This  depends  upon  the  services  they  perform.  Obviously  an  associa- 
tion which  engages  in  extensive  processing  operations  requires  more 
funds  than  one  which  carries  on  assembling  activities  only.  To  begin 
with,  a  cooperative  must  have  funds  necessary  to  take  care  of  ex- 
penses incident  to  setting  up  the  association.  Funds  for  this  pur- 
pose may  be  contributed  by  the  producers  which  are  actively  engaged 
in  forming  the  cooperative.  Sometimes  these  contributions  are  made 
with  the  understanding  that  they  will  be  repaid  after  the  associa- 
tion has  been  organized  and  has  funds  of  its  own.  After  the  asso- 
ciation has  been  organized,  it  may  require  both  fixed  capital  and 
operating  capital.  Fixed  capital  of  a  honey  processing  cooperative, 
for  example,  consists  of  the  land,  building,  machinery,  and  equip- 
ment necessary  for  handling,  storing,  and  processing  its  members' 
honey.  Operating  capital  consists  of  the  funds  which  the  associa- 
tion must  have  to  meet  pay  rolls,  taxes,  and  other  general  expenses 
incident  to  carrying  on  its  operations.  The  amount  of  capital  which 
a  honey  cooperative  would  require  would  be  determined  by  the  nature 
of  services  it  performs  for  its  producers. 

Providing  adequate  finances  for  a  cooperative  marketing  association 
represents  a  major  problem,  and  honey  producers  undertaking  the 
organization  of  such  a  cooperative  should  give  careful  consideration 
to  its  financial  requirements.  They  will  not  be  unmindful  of  the 
risks  Involved  in  turning  their  honey  over  to  a  cooperative  which 
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fioes  not  have  the  finances  necessary  to  rio  the  marketing  job  It  was 
set  \ip  to  (io. 

2ri,   iiow  ina^   a  hone;)  marketing  cooperative  obtain  neecieri  funds? 
Funds  may  be  obtained  by  cooperatives  in  the  following  ways: 

1.  ?,}  the  sale  of  stock,  in  the  case  of  an  association  having 
capital  stock,  or  by  the  sale  of  certificates  of  membership  where 
the  cooperative  is  nonstock  and  its  financial  requirements  are 
nominal;  nonstock  associations  may  obtain  additional  funds 
through  the  sale  of  certificates  of  interest.     These  methods  of 

■providing  capital  are  more  necessary  in  the  case  of  new  associa- 
tions whose  operations  have  not  extended  over  a  sufficient  period 
to  provide  adequate  capital  through  a  revolving  fund  plan. 

2.  Jly  retaining  a  portion  of  the  sale  price  of  honey  when  making 
settlement  with  the  prod\icer.  (This  method  of  financing,  usually 
referred  to  as  the  revolving  fund  method,  is  becoming  increas- 
ingly popiilar  among  cooperatives.  It  is  discussed  in  more  detail 
in  answer  to  question  27.) 

3.  By  borrowing  mone^  from  regular  commercial  lending  agencies 
or  from  the  banks  for  cooperatives. 

It  cannot  be  too  strongly  urged  that  producers  should  make  adequate 
financial  contribution  to  the  capital  requirements  of  their  coopera- 
tive. This  may  require  greater  emphasis  in  the  case  of  associations 
just  being  organized  than  for  those  which  have  operated  for  a  time, 
because  members  of  the  latter  usually  are  familiar  with  their  coop- 
eratives' financial  needs.  Where  an  association's  financial  require- 
ments are  greater,  obviously  the  amount  of  the  members'  contribution 
is  greater.  For  example,  a  honey  cooperative  which  owns  and  oper- 
ates processing  facilities  requires  a  larger  financial  contribution 
by  its  members  than  an  association  which  performs  only  assembling 
functions.  In  an;y  event,  the  amount  each  producer  shall  contribute 
should  be  determined  on  the  basis  of  the  volume  of  honey  he  expects 
to  sell   tlirough  the  association. 

2r..  From  what  sources  may  honey  marketing  cooperatives  borrow? 

They  may  borrow  from  commercial  lending  institutions  or  from  the 
banks  for  cooperatives.  The  banks  for  cooperatives  were  created  by 
Congress  for  the  purpose  of  providing  farmers'  cooperatives  with 
special    types  of  credit  at  reasonable  rates  of  interest. 

Loans  made  by  the  banks  for  cooperatives  fall  into  three  major 
classes: 

1.  "Facility"  loans,  to  assist  cooperatives  in  purchasing, 
building,  or  leasing  physical   facilities,   such  as  a  warehouse  or 


a  honey  processing  plant.  Facility  loans  are  secured  by  first 
mortgages  upon  the  property  being  acquired  and  may  run  for  as 
much  as  10  years; 

2.  "Operating  capital"  loans  are  made  to  assist  cooperatives  by 
supplementing  the  association's  own  capital  funds  during  peak 
seasonal   activity.     They  are  generally   short-term  loans; 

3.  "Commodity"  loans  are  made  to  assist  cooperative  associations 
in  making  advances  to  their  members  pending  sale  of  their  prod- 
ucts. These  loans  are  made  on  the  security  of  a  first  lien  on 
farm  products  which  the  association  is  engaged  in  marketing,  or 
on  farm  supplies  acquired  for  its  patrons.  Commodity  loans  are 
generally  of  short  duration,  usually  not  more  than  9  months. 

That  these  banks  have  been  successful  in  fulfilling  a  need  for 
credit  is  indicated  by  the  fact  that  from  the  date  of  their  organi- 
zation to  the  end  of  1943  they  had  loaned  farmers'  cooperatives  more 
than  $1,400,000,000. 

How  does  the  revolving  fund  plan  of  financing  work  in  a  honey 
cooperative? 

Briefly,  the  plan  provides  that  as  honey  is  marketed  tlie  cooperative 
shall  retain  a  small  portion  of  the  sales  proceeds  due  eacli  member, 
for  the  purpose  of  providing  the  capital  necessary  to  carry  on  the 
association's  operations.  The  amount  retained  is  small,  say  one- 
fourth  cent  to  three-fourths  cent  per  pound  of  honey.  Thus,  each 
pound  of  honey  marketed  b^  the  association  contributes  its  pro  rata 
share  toward  the  association's  capital. 

At  the  end  of  the  marketing  season,  the  retains  deducted  from  each 
producer's  returns  are  totaled  and  he  is  issued  a  certificate  show- 
ing the  amount  so  retained.  The  producer's  share  In  the  ownership 
of  his  association  is  thus  increased.  New  members  start  to  contrib- 
ute to  the  organization's  capital  structure  during  the  first  year. 
These  certificates  may  be  designated  as  Revolving  Fund  Certificates 
or  other  similar  designation.  Revolving  Fund  Certificates  should 
not  bear  a  fixed  rate  of  Interest  or  have  a  definite  due  date. 
These  questions  should  be  left  to  the  determination  of  the  board  of 
directors  in  the  light  of  the  association's  financial  condition. 
When  capital  obtained  in  this  wa^  is  deemed  ample,  the  directors 
declare  that  all  retains  deducted  in  the  earliest  year  shall  be 
returned  to  the  producer.  Also,  if  the  association's  financial 
position  permits,  they  may  pay  interest  on  such  certificates. 
A  sample  Revolving  Fund  Certificate  appears  at  the  end  of  this 
circul ar . 

Funds  retained  in  this  way  should  not  be  confused  with  amounts 
deducted  by  the  association  to  cover  operating  expenses.  These 


latter  deiinctions  are  not  paid  back  to  the  prodiicers  except  where 
atnoimts  deducted  are  In  excess  of  the  association's  re  qui  r  eiien  ts . 

The  revolving  fnnd  metliod  may  be  used  by  either  stock  or  nonstock 
cooperatives . 


This  is  the  packing  plant  of  the  Ohio  Apiaries  Co-operative  Association,  Lei vare, 
Ohio.  Since  its  organization  in  1939,  the  association's  volume  has  shown  a  good 
increase  each  year.  To  take  care  of  this  increase,  the  association  is  now  engaged  in 
constructing  an  extensive  addition  to  its  plant.  Its  members'  bees  range  over  more 
than  1-1/2  million  acres  of  land  devoted  to  the  production  of  general  farm  crops, 
including  hay,    and   fruits   and  vegetables. 


28.  Do  cooperatives  using  the  revolving  fund  plan  need  to  borrow  addi- 
tional fimds? 

Frequently ' they  do,  especially  in  the  early  years.  They  may  need 
additional  funds  to  assist  in  acquiring  buildings,  machinery,  and 
equipment  and  for  other  similar  long-term  purposes.  Associations 
usually  do  not  have  enough  accumulated,  capital  to  pay  cash  in  full 
for  these  long-term  needs.  So,  they  borrow  the  balance  and  repay  it 
over  a  period  of  years  with  funds  contributed  to  the  revolving  fund 
each  year  by  producers  through  retains. 

29.  What  are  stock  and  nonstock  associations? 

These  terms  refer  to  the  capital  structure  of  a  cooperative,  and  not 
to  functions.  If  a  cooperative  marketing  association's  capital 
structure  is  based  upon  shares  of  stock,  it  is  referred  to  as  a 
stock  organization;  whereas,  a  nonstock  association  is  one  that 
issues  certificates  of  membership  and,  where  more  than  nominal  funds 
are  required,  certificates  of  interest.  The  cooperative  marketing 
acts  of  the  various  States  provide  that  either  capital  stock  or  non- 
stock cooperatives  may  be  organized  under  them.  The  current  trend 
is  toward  organization  of  nonstock  cooperatives. 
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30.  Is   there  a  limit  on   the  amount  of  stock  a  member  may  own  in  his 
cooperative? 

Some  State  cooperative  marketing  acts  declare  that  no  stockholder  of 
a  cooperative  organized  thereunder  may  own  more  than  one- twentie th 
of  the  common  stock  of  the  association.  In  such  cases,  of  course; 
20  producers  constitute  the  minimum  necessary  to  organize  a  co- 
operative. The  bylaws  of  cooperatives  may  limit  members'  own- 
ership of  such  stock  to  less  than  one- twen t i e th .  Ownership  of 
preferred  or  nonvoting  stock  is  not  limited  by  the  cooperative 
marketing  laws. 

31.  Does   the  amount  of  stock  owned  determine  the  number  of  votes  a 
member  has? 

In  a  few  States  each  share  of  stock  is  entitled  to  a  vote,  but  gen- 
erally the  cooperative  marketing  laws  declare  that  no  member  shall 
be  entitled  to  more  than  one  vote,  regardless  of  the  shares  of  stock 
owned  by  him.  Some  State  cooperative  marketing  acts  permit  members 
to  vote  on  the  basis  of  volume  of  products  sold  through  the  associa- 
tion or  on  the  basis  of  the  productive  units  owned  by  them,  such  as 
number  of  colonies  of  bees. 

32.  Do  cooperatives  pay  dividends  on  capital  stock? 

On  common  stock,  which  may  be  held  only  by  members  of  the  associa- 
tion, generally-  a  dividend  of  not  to  exceed  8  percent  may  be  paid. 
Preferred  stock,  which  may  be  held  by  prodxicers  and  the  general  pub- 
lic, may  pay  a  reasonable  dividend,  provided  savings  effected  by  the 
association  are  ample  for  the  purpose  and  the  board  of  directors  so 
decides . 

33.  Do  cooperatives  pay  taxes? 

Yes.  The  physical  property  of  a  cooperative  -  its  land,  buildings, 
and  equipment  -  Is  liable  for  property  taxes  on  the  same  basis  as 
similar  property  of  Individuals.  They  pay  the  usual  State,  county, 
and  city  taxes. 

However,  Congress  and  the  State  legislatures  have  enacted  laws 
under  which  farmers'  cooperative  marketing  associations  may  be 
granted  exemption  from  certain  taxes.  Thus,  producers'  cooperatives 
may  apply  for  exemption  from  the  payment  of  income  tax  if  their 
organization  set-up  and  the  character  of  their  operations  come 
within  the  law.  The  cooperatives  do  not  receive  an  exempt  status 
automatically.  It  must  be  specifically  applied  for  and  an  order 
granting  exemption  must  be  issued  to  the  association.  However,  the 
association  may  still  be  taxed  at  any  time  when  It  has  taxable 
income. 


19 


34.  Do  cooperatives  fall? 

Yes.  Farmers'  business  organizations  sometimes  fall,  just  as  do 
other  business  concerns,  and  largely  for  the  same  reasons.  A  coop- 
erative association  may  discontinue  operations  because  there  is  not 
sufficient  need  for  it.  Others  cease  to  operate  because  the  pro- 
ducers do  not  support  them.  Incompetent  management,  insufficient 
capital,  and  fau] ty  organization  have  caused  some  associations 
to  fade  out  of  the  picture.  The  record  of  cooperatives  in  this 
respect  is  generally  more  favorable  than  that  of  ordinary  commercial 
concerns. 

There  have  been  some  failures  among  honey  marketing  cooperatives. 
It  may  be  that  despite  the  increasing  Interest  of  beekeepers  in 
cooperative  marketing,  their  program  of  working  together  will  be 
retarded  somewhat  in  some  areas  because  of  those  early  failures. 
This  need  not  be  so.  If  groups  interested  in  forming  a  cooperative 
will  carefully  weigh  the  factors  involved  in  their  particular  under- 
taking, there  is  no  need  for  it  to  fail.  Among  other  things,  they 
should  determine  if  there  is  a  real  need  for  the  cooperative;  If  the 
producers  are  genuinely  interested  in  working  together  in  marketing 
their  honey;  if  sufficient  volume  is  available  to  Insure  an  effi- 
cient and  economic  operation;  and  if  satisfactory  management  is 
available. 

3^.  What  are  the  usual   duties  of  a  manager  of  a  marketing  cooperative? 

The  board  of  directors  of  a  cooperative,  of  course,  have  general 
supervision  and  control  of  the  business  and  affairs  of  the  associa- 
tion. The  board  employs  a  manager  to  carry  on  the  ordinary  business 
operations  under  its  general  direction,  such  as  marketing  and  han- 
dling the  products  of  the  association's  members.  He  should  be  exper- 
ienced In  marketing,  preferably  in  marketing  the  product  handled  by 
the  association.  The  manager  is  expected  to  conduct  the  business  of 
the  association  in  such  manner  that  the  members  receive  just  and 
fair  treatment.  He  is  required  to  deposit  all  funds  of  the  associa- 
tion coming  into  his  possession  in  a  bank  selected  by  the  board  of 
directors.  If  authorized  by  the  board,  the  manager  may  make  dis- 
bursement from  such  funds  for  the  ordinary  costs  and  expenses  of  the 
association.  The  manager,  subject  to  approval  of  the  board,  usually 
employs,  supervises,  and  dismisses  those  employees  of  the  associa- 
tion not  employed  by  the  board.  Generally  the  manager  is  expected 
to  maintain  such  records  and  accounts  of  the  association  as  will 
show  its  true  and  correct  condition  at  any  time. 

An  important  responsibility  of  the  manager  of  a  cooperative  has  to 
do  with  the  development  and  maintenance  of  satisfactory  membership 
relations.  Sometimes  a  manager  who  has  conducted  the  affairs  of  an 
association  for  a  number  of  years  is  disposed  to  regard  it  as  his 
own  private  business.     In  such  a  situation  membership  relations 
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36.  What  can  a  honey  producer  do  to  assure  the  success  of  his  coopera- 
tive marketing  association? 

1.  Deliver  his  honey  to  the  association  in  accordance  with  his 
marketing  agreement. 

2.  Attend  meetings  of  association,  keep  abreast  of  developments, 
and  aid  in  solving  the  problems  faced  by  the  management. 

3.  Constantly  strive  to  produce  a  higher  quality  product;  observe 
association' s  requirements  for  grading,  packing,   and  shipping  honey. 

4.  Visit  the  association's  plant  frequently  and  see  how  the  honey 
is  being  handled.  If  it  seems  necessary,  offer  suggestions  for 
improvement . 

5.  Support  the  association  as  long  as  he  is  a  member. 

SUGGESTED  ORGANIZATION  FORMS  FOR  HONEY  MARKETING  COOPERATIVES 

On  the  following  pages  are  suggested  forms  for  use  in  organizing  honey 
marketing  cooperatives.  These  forms  include  articles  of  incorporation, 
bylaws,  marketing  agreement,  membership  certificate,  and  revolving  fund 
certificate.  Necessarily,  the  forms  are  general  in  character.  It  is 
intended,  of  course,  that  they  be  adapted  to  the  needs  of  a  specific 
association.  They  should  be  changer'  to  meet  the  local  conditions  and 
the  legal  requirements  of  the  State  in  which  the  association  is  to  be 
incorporated. 

ARTICLES  OF  INCORPORATION 
of 

  Association 


We,   the  undersigned,  residents  of  the  State  of  ,  engaged  In  the 

production  of  agricultural  products,  do  hereby  voluntarily  associate  ourselves 
together  for  the  purpose  of  forming  a  cooperative  association,  without  capital  stock, 
under  the  provisions  of  the  Cooperative  Marketing  Act  of  the  State  of  


ARTICLE  I 

The  name  of  the  Association  shall  be  the   Honey  Marketing 

Cooperative  Association. 

ARTICLE  II 

This  Association  Is  formed  for  the  following  purposes: 

To  acquire  and  market  the  apiary  products  of  Its  members  and  to  engage  In  any 
activity  In  connection  with  the  harvesting,  receiving,  assembling,  grading,  blend- 
ing, handling,  processing,  packing,  storing,  financing,  advertising,  manufactur- 
ing, and  selling  any  apiary  products  delivered  by  its  members  or  patrons,  or  any 
products  derived  therefrom  and  in  connection  with  the  purchase  of  beekeeping 
supplies,  machinery,  and  equipment. 
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ARTICLE  III 

This  Association  shall  have  the  following  powers: 

(a)  To  act  as  the  agent  or  representative  of  any  member  In  any  of  the  activities 
mentioned  In  Article  II  hereof. 

(b)  To  purchase  or  otherwise  acquire,  own,  hold,  lease,  mortgage,  and  sell  such 
real  and  personal  property  as  may  be  necessary  or  desirable  for  carrying  on  any  of 
the  Association's  purposes. 

(c)  To  borrow  money;  to  give  a  lien  on  any  of  Its  property  as  security  therefor; 
and  to  make  advance  payments  to  members. 

(d)  To  draw,  make,  accept,  endorse,  execute,  and  Issue  promissory  notes,  bills  of 
exchange,  drafts,  certificates,  and  all  kinds  of  obligations  for  any  purpose 
deemed  necessary  to  further  the  objects  for  which  this  Association  Is  formed  and 
to  give  a  lien  on  any  of  Its  property  as  security  therefor. 

(e)  To  transact  business  with  or  for  nonmembers  In  an  amount  not  greater  in  value 
than  the  business  which  It  transacts  with  Its  members. 

(f)  To  have  all  of  the  powers,  privileges,  and  rights  conferred  on  ordinary  cor- 
porations and  cooperative  marketing  associations  by  the  laws  of  this  State  and  all 
powers  and  rights  Incidental  or  conducive  to  carrying  out  the  purposes  for  which 
the  Association  Is  formed. 

ARTICLE  IV 

This  Association  shall  have  Its  principal  place  of  business  In  the  City  of  

 ,  County  of   ,  State  of  

ARTICLE  V 

The  term  for  which  this  Association  shall  exist  Is  years  from  and  after  the 

date  of  Incorporation. 

ARTICLE  VI 

The  number  of  directors  of  this  Association  shall  be  Of  the  first  elected 

board  of  directors,  shall  be  elected  for  1  year;  for  2  years;  and 

 for  3  years;  and  thereafter  all  directors  shall  be  elected  for  3  years.  The 

names  and  addresses  of  those  who  are  to  serve  as  Incorporating  directors  until  the 
first  annual  meeting  of  the  members  or  until  their  successors  are  elected  and  qual- 
ified are: 

Name  Address 


ARTICLE  VII 

Section  1.  This  Association  shall  not  have  capital  stock.  Applicants  shall  be 
admitted  to  membership  upon  such  uniform  conditions  as  may  be  prescribed  by  the  Board 
of  Directors  of  the  Association,  or  in  its  bylaws. 

Section  2.  This  Association  shall  be  operated  on  a  cooperative  basis  for  the  mutual 
benefit  of  its  members  as  producers.  Membership  in  the  Association  shall  be  re- 
stricted to  producers  who  patronize  the  Association. 

Section  3.  The  voting  rights  of  members  shall  be  equal  and  no  member  shall  have  more 
than  one  vote. 

Section  4.  The  property  rights  and  Interests  of  each  member  In  the  Association  shall 
be  unequal;  and  shall  be  determined  and  fixed  In  the  proportion  that  the  patronage  of 
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each  member  shall  bear  to  the  total  patronage  of  all  members  with  the  Assclatlon. 
New  members  shall  be  admitted  to  membership  and  shall  be  entitled  to  share  In  the 
property  of  the  Association  In  accordance  with  the  foregoing  general  rule. 

In  testimony  whereof,  we  have  hereunto  set  our  hands  this  day  of  

 ,  19_. 


State  of  

County  of  

Before  me,  a  notary  public,  within  and  for  said  county  and  State  on  this  day 

of  ,    19  ,  personally  appeared   known  to  me  to 

be  one  of  the  Identical  persons  who  executed  the  within  and  foregoing  Instrument,  and 
he  acknowledged  to  me  that  he  executed  the  same  as  his  free  and  voluntary  act  and 
deed  for  the  uses  and  purposes  therein  set  forth. 

Witness  my  hand  and  official  seal  the  day  and  year  above  set  forth. 

 . — .  f 

Notary  Public. 

In  and  for  the  County  of_  State  of  .  My 

commission  explres__  


BYLAWS 

OF  HONEY  MARKETING  ASSOCIATION 

SECTION  I 
PURPOSES  AND  POWERS 

The  purposes  for  which  this  Association  Is  formed  and  the  powers  which  it  may  exer- 
cise are  set  forth  in  the  Articles  of  Incorporation  of  the  Association. 

SECTION  II 
MEMBERS  AND  PATRONS 

1.  Any  person,  firm,  partnership,  corporation,  or  association,  including  both  land- 
lords and  tenants,  engaged  in  the  production  of  honey  may  become  a  member  of  the 
Association  by  acquiring  a  membership,  executing  the  marketing  agreement,  and 
meeting  such  conditions  as  may  be  prescribed  by  the  Board  of  Directors. 

2.  A  member  may  withdraw  from  the  Association  during  the  month  of  (December)  in 
any  year  by  informing  the  Secretary  in  writing  on  or  before  the  last  day  of  said 
month  of  his  intention  to  do  so. 

If  the  Board  of  Directors  shall  find,  following  a  hearing,  that  a  member  has 
ceased  to  be  a  honey  producer  or  that  such  member  has  not  marketed  his  honey 

through  the  Association  for  a  period  of  years,   the  Board  may  terminate 

his  membership.  Upon  withdrawal  or  termination  of  membership,  all  rights  and 
interests  of  such  member  in  the  Association  shall  be  canceled  and  such  member 
shall  be  entitled  only  to  payment  or  credit  for  the  appraised  value  of  his  prop- 
erty rights  and  Interests  in  the  Association,  as  conclusively  determined  by  the 
Board  of  Directors. 

3.  The  Association  may  handle  honey  for  nonmembers,  provided  that  the  total  value  of 
the  nonmember  business  In  any  fiscal  year  shall  not  exceed  the  total  value  of 
business  transacted  with  members.  Nonmember  patrons  shall  be  treated  the  same  as 
members  with  respect  to  the  distribution  and  allocation  of  Income.  The  Associa- 
tion shall  have  the  right  to  retain  an  amount  of  the  patronage  allocation  of  a 
nonmember  patron  equal  to  the  membership  fee. 
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SECTION  III 
DIRECTORS  AND  OFFICERS 

1.  The  business  of  the  Association  shall  be  controlled  by  a  board  of  directors  of 
 members,  each  of  whom  shall  be  a  member  of  this  Association. 

2.  At  the  first  annual  meeting  of  the  members  of  the  Association  directors  shall  be 

elected  to  succeed  the  Incorporating  directors.   directors  shall  be 

elected  for  1  year,   directors  for  2  years,   and  directors  for  3 

years,  and  thereafter  each  director  shall  be  elected  for  3  years.  Directors 
shall  be  elected  by  secret  ballot.  Directors  shall  hold  office  until  their 
successors  have  been  elected  and  qualified  and  have  entered  upon  the  discharge  of 
their  duties. 

3.  The  Board  of  Directors  shall  meet  within  days  after  election  and  shall 

elect  by  ballot  a  president,  a  vice  president,  and  a  secretary-treasurer,  each  of 
whom  shall  hold  office  until  the  election  of  his  successor. 

4.  Whenever  a  vacancy  occurs  In  the  Board  of  Directors,  other  than  from  expiration 
of  a  terra  of  office,  the  remaining  directors  shall  appoint  a  member  to  fill  the 
vacancy  until  the  next  regular  meeting  of  the  members. 

5.  Regular  meetings  of  the  Board  of  Directors  shall  be  held  monthly  or  at  such  other 
times  and  places  as  the  Board  may  determine. 

6.  A  special  meeting  of  the  Board  of  Directors  shall  be  held  whenever  called  by  the 
President  or  a  majority  of  the  directors.  Each  call  for  a  special  meeting  shall 
be  In  writing,  signed  by  the  person  making  the  call,  addressed  to  the  Secretary, 
and  shall  state  the  time  and  place  of  such  meeting  and  the  matters  to  be  acted 
upon . 

7.  Notice  of  regular  or  special  meetings  of  directors  shall  be  mailed  to  each  direc- 
tor at  least  days  prior  to  each  meeting. 

8.  Directors  shall  receive  no  compensation  for  their  services. 

9.  A  majority  of  the  Board  of  Directors  shall  constitute  a  quorum  at  any  meeting  of 
the  Board. 

SECTION  IV 
DUTIES   OF  DIRECTORS 

1.  The  Board  of  Directors  shall  have  general  supervision  and  control  of  the  business 
and  the  affairs  of  the  Association,  and  shall  make  all  rules  and  regulations  not 
inconsistent  with  law  or  with  these  bylaws  for  the  management  of  the  business  and 
guidance  of  the  members,  officers,  employees,  and  agents  of  the  Association. 

2.  The  Board  of  Directors  shall  employ  a  manager  and  such  other  employees  as  may  be 
necessary,  and  fix  their  compensation.  The  manager  shall  have  charge  of  the 
business  of  the  Association  under  the  direction  of  the  Board. 

3.  The  Board  of  Directors  shall  require  the  manager  and  all  other  officers  and 
employees  charged  by  the  Association  with  responsibility  for  the  custody  of  any 
funds  to  give  adequate  bonds. 

4.  At  least  once  each  year  the  Board  of  Directors  shall  have  the  books  and  accounts 
of  the  Association  audited  by  a  competent  public  auditor  and  a  report  thereon 
made  in  writing. 

SECTION  V 
DUTIES   OF  OFFICERS 


1.     The  President  shall 

(a)  Preside  over  all  meetings  of  the  Association  and  the  Board  of  Directors; 

(b)  Call  special  meetings  of  the  Board  of  Directors; 

(c)  Perform  all  acts  and  duties  usually  performed  by  an  executive  and  presid- 
ing officer;  and 

(d)  Sign  all  membership  and  revolving  fund  certificates  and  such  other  papers 
of  the  Association  as  he  may  be  authorized  or  directed  to  sign  by  the  Board  of 
Directors. 
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The  President  shall  perform  such  other  duties  as  may  be  prescribed  by  the  Board  of 
Directors . 

2.  In  the  absence  or  disability  of  the  President,  the  Vice  President  shall  perform 
the  duties  of  president. 

3.  The  Secretary-Treasurer  shall 

(a)  Ke'ep  a  complete  record  of  all  meetings  of  the  Association  and  of  the 
Board  of  Directors; 

(b)  Sign,  with  the  President,  all  checks,  notes,  revolving  fund  certificates, 
and  such  other  papers  pertaining  to  the  Association  as  he  may  be  authorized  or 
directed  to  by  the  Board  of  Directors; 

(c)  Serve  all  notices  required  by  law  and  these  bylaws; 

(d)  Receive  and  disburse  all  funds  and  be  the  custodian  of  all  property  of 
the  Association; 

(e)  Keep  a  complete  record  of  all  business  of  the  Association  and  make  a 
report  to  the  members  of  all  matters  and  business  pertaining  to  his  office; 
and 

(f)  Perform  such  other  duties  as  may  be  required  of  him  by  the  Association  or 
the  Board  of  Directors. 

SECTION  VI 
DUTIES  OF  MANAGER 

1.  Under  the  direction  of  the  Board  of  Directors  the  manager  shall  have  general 
charge  of  the  ordinary  and  usual  business  operations  of  the  Association. 

2.  '  The  manager  shall  deposit  all  money  belonging  to  the  Association  which  comes  Into 

his  possession  In  the  name  of  the  Association  In  a  bank  selected  by  the  Board  of 
Directors,  and  If  authorized  to  do  so  by  the  Board  of  Directors  shall  make  all 
disbursements  by  check  therefrom  for  the  necessary  expenses  of  the  business  In 
the  manner  and  form  prescribed  by  the  Board  of  Directors. 

3.  The  manager  shall  be  required  to  maintain  his  records  and  accounts  In  such  manner 
that  the  true  and  correct  condition  of  the  business  may  be  ascertained  therefrom 
at  any  time. 

4.  Subject  to  the  approval  of  the  Board  of  Directors,  the  manager  shall  employ, 
supervise,  and  dismiss  all  employees  of  the  Association  not  specifically  employed 
by  the  Board  of  Directors. 

SECTION  VII 
CAPITAL  STRUCTURE 

1.  The  fee  for  becoming  a  member  of  the  Association  shall  be  $  . 

2.  The  Association  Is  authorized  to  Issue  and  sell  to  members  and  others  revolving 
fund  certificates,  of  a  character  hereafter  described,  for  the  purpose  of  raising 
capital  funds  with  which  to  carry  on  Its  business;  and  to  provide  a  means  whereby 
Its  current  and  active  members  may  finance  the  Association;  the  Association  Is 
also  authorized  to  Issue  revolving  fund  certificates  evidencing  deductions  made 
for  capital  purposes  pursuant  to  agreements  with  Its  members  and  patronage  divi- 
dends which  are  In  whole  or  In  part  so  paid  at  the  end  of  each  fiscal  year. 
Funds  evidenced  by  such  certificates  shall  be  used  for  creating  a  revolving  fund 
for  the  purpose  of  building  up  such  an  amount  of  capital  as  may  be  deemed  neces- 
sary by  the  Board  of  Directors  from  time  to  time  and  for  revolving  such  capital. 
Such  funds,  or  funds  derived  from  any  other  source,  shall  be  devoted  to  refunding 
the  oldest  outstanding  series  of  revolving  fund  certificates  when  the  Board  of 
Directors  determines  they  are  not  necessary  for  the  proper  financing  of  the  Asso- 
ciation. Such  certificates  may  contain  such  other  terms  and  conditions  not  In- 
consistent herewith  as  may  be  prescribed  by  the  Board  of  Directors. 

Such  certificates  shall  be  issued  In  annual  series,  each  certificate  In  each 
series  upon  Its  face  being  Identified  by  the  year  In  which  It  Is  Issued;  and  each 
series  shall  be  retired  fully  or  on  a  prorata  basis  only  at  the  discretion  of  the 
Board  of  Directors,  In  the  order  of  Issuance  by  years  as  funds  are  available  for 
that  purpose.  Such  revolving  fund  certificates  shall  bear  such  rates  of  Interest 
and  only  such  rates  of  Interest  (In  no  event  to  exceed  6  percent  per  annum)  as 
the  Board  of  Directors  In  Its  sole  discretion  may  from  time  to  time  prescribe, 
without  any  obligation  on  the  part  of  the  Board  of  Directors  and  the  Association 


25 


to  pay  interest  on  such  certificates.  A  record  of  all  holders  of  revolving  fund 
certificates  shall  be  maintained  by  the  Association,  and  such  certificates  shall 
be  transferable  only  on  the  books  of  the  Association  and  no  transfer  of  certifi- 
cates shall  be  binding  upon  the  Association  unless  so  transferred. 

Notwithstanding  any  of  the  foregoing  provisions,  the  Board  of  Directors  shall 
have  the  power,  at  any  time,  to  pay  off  or  retire  any  revolving  fund  certifi- 
cate In  compromising  or  settling  a  dispute  between  the  holder  thereof  and  the 
Assoclatl on . 

All  other  debts  of  the  Association,  both  secured  and  unsecured,  shall  be  entitled 
to  priority  over  all  outstanding  revolving  fund  certificates.  Upon  the  dissolu- 
tion or  winding  up  of  the  Association  in  any  manner,  after  the  payment  of  all 
other  debts,  all  outstanding  revolving  fund  certificates  shall  be  retired  in  full 
or  on  a  pro  rata  basis  without  priority  before  any  liquidation  dividends  are  de- 
clared on  membership  certificates  or  on  account  of  property  rights  and  interests. 

SECTION  VIII 
DETERMINATION   AND  DISTRIBUTION   OF  INCOME 

The  Board  of  Directors  shall  have  a  complete  audit  made  of  the  books  and  accounts 
of  the  Association  at  the  end  of  each  fiscal  year,  and  for  that  purpose  shall 
employ  a  competent  and  disinterested  accountant. 

The  total  net  Income  so  determined  shall  be  allocated  and  distributed  In  the 
following  order  and  manner: 

(a)  An  amount  of  the  net  Income   equal   to  not  less  than  percent 

thereof  shall  be  set  aside  for  the  purpose  of  establishing,  building  up,  and 

maintaining  a  general  reserve  of  not  less  than  percent  of  the  face 

value  of  all  outstanding  membership  and  revolving  fund  certificates. 

(b)  An  amount  sufficient  to  pay  interest  charges,  if  any,  on  revolving  fund 
certificates  at  the  rate  prescribed  by  the  Board  of  Directors  shall  be  set 
aside . 

(c)  From  the  net  amount  allocated  to  each  nonmember  patron,  eligible  for 
membership  in  the  Association  and  approved  by  the  Board  of  Directors,  there 

shall  first  be  deducted  a  membership  fee  of  $  ,   or  the  unpaid  balance 

due  thereon;  and  when  any  such  patron  has  complied  with  all  the  conditions  for 
membership,  a  membership  certificate  paid  for  In  this  manner  shall  be  Issued 
to  hlra. 

(d)  At  least  percent  of  the  amount,  as  determined  by  the  Board  of 

Directors,  then  remaining  to  the  credit  of  each  patron  shall  be  retained  by 
the  Association  for  capital  purposes  and  distributed  to  him  in  the  form  of 
revolving  fund  certificates. 

(e)  Any  remaining  balance  of  the  patronage  allocations  of  each  patron  may 
then  be  paid  to  him  in  cash. 

The  books  of  the  Association  shall  be  kept  In  such  manner  that  the  Interest  of 
each  patron  In  the  amount  carried  to  the  g^rieral  reserve  each  year  may  be  ascer- 
tained at  any  time.  In  the  event  of  a  net  loss  of  the  operation  of  the  Associa- 
tion for  any  1  year,  such  loss  shall  be  charged  against  these  annual  reserves.  In 
an  equitable  manner  as  determined  by  the  Board  if  Directors.     Whenever  the  total 

amount  of  the  general  reserve  exceeds  percent  of  the  face  value  of  all 

outstanding  membership  and  revolving  fund  certificates,  the  Board  of  Directors 
may  apply  such  excess  to  paying  off  ratably  by  years  the  oldest  unexhausted 
interests  of  the  patrons  therein. 

SECTION  IX 

ISSUANCE  AND  REDEMPTION   OF  REVOLVING  FUND  CERTIFICATES 

At  the  end  of  each  fiscal  year  the  Board  of  Directors  shall  issue  to  each  patron 
revolving  fund  certificates  to  evidence  the  amounts  paid  in  by  such  patrons,  on  a 
per  pound  basis,  for  capital  purposes,  as  provided  in  paragraph  4  of  the  market- 
ing agreement,  and  on  account  of  any  patronage  dividends  payable  in  the  form  of 
revolving  fund  certificates  In  accordance  with  section  8  of  these  bylaws. 

Whenever,  in  the  opinion  of  the  Board  of  Directors,  the  capital  funds  of  the. 
Association  are  in  excess  of  that  amount  necessary  for  its  sound  financial  opera- 
tion, the  Board  of  Directors  shall  call  for  redemption,  and  redeem  or  retire  an 
amount  of  oldest  outstanding  revolving  fund  certificates  in  the  same  order  as 
originally  issued,  equal  to  the  amount  of  such  excess,  provided  that  no  revolving 
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fund  certificates  shall  be  retired  unless  the  amount  of  revolving  fund  certifi- 
cates outstanding  thereafter  shall  at  least  equal  40  percent  of  the  original  cost 
of  the  fixed  facilities  and  permanent  additions  thereto. 


SECTION  X 
MEETINGS 

1.  The  annual  meeting  of  the  members  of  this  Association  shall  be  held  In  the  town 

of  ,  State  of  ,  at  o'clock,  on  the 

 day  of  of  each  year,   or  on  any  date  which  the  Board  of 

Directors  shall  designate  at  least  30  days  in  advance  of  the  date  specified  above 
for  such  annual  meeting. 

2.  Special  meetings  of  the  members  may  be  called  at  any  time  by  order  of  the  Board 
of  Directors  and  shall  be  called  at  any  time  upon  written  request  of  at  least 

 percent  of  the  members,  provided,  however,  that  in  no  case  shall  the 

required  number  of  signatures  of  members  to  such  a  request  be  less  than  . 

The  request  shall  state  the  time,  place,  and  object  of  the  meeting. 

3.  Written  or  printed  notice  of  every  regular  or  special  meeting  of  members  shall  be 

mailed  to  the  last  known  post  office  address  of  each  member  not  less  than  

days  before  such  meeting.  Such  notice  shall  state  the  object  or  objects  thereof 
and  the  time  and  place  of  meeting.  No  business  shall  be  transacted  at  special 
meetings  other  than  that  referred  to  In  the  call. 

4.   percent  of  the  members  shall  constitute  a  quorum  for  the  transaction  of 

business  at  any  meeting  of  the  Association,  and  a  vote  of  a  majority  of  the  mem- 
bers present  at  such  meeting  shall  be  sufficient  to  pass  or  reject  any  measure 
properly  placed  before  the  meeting.  In  the  event  a  quorum  is  not  present  such 
meeting  may  be  adjourned  from  time  to  time  by  those  present  until  a  quorum  is 
obtained . 

5.  Each  member  of  the  Association  shall  have  one  vote  only.    Voting  by  proxy  shall 
not  be  permitted. 


SECTION  XI 
DISTRIBUTION   OF  ASSETS  ON  LIQUIDATION 


In  the  event  of  the  dissolution  or  liquidation  of  the  Association,  any  assets  remain- 
ing after  the  payment  of  all  debts,  Insofar  as  they  are  sufficient  for  that  purpose, 
shall  be  distributed  In  the  following  order,  and  manner: 

(1)     All  outstanding  revolving  fund  certificates  shall  be  retired  in  full. 

(8)     All  outstanding  membership  certificates  shall  be  retired  In  full. 

(3)  Unexhausted  Interests  of  members  and  patrons  In  general  reserves  shall  be 
retired  ratably  on  an  equitable  basis,  as  determined  by  the  Board  of  Directors. 

(4)  The  remaining  assets  shall  be  distributed  to  the  patrons  of  the  Association 
on  as  equitable  a  patronage  basis  as  the  Board  &f  Directors  finds  practicable. 

SECTION  XII 
FISCAL  YE.AR 

The  fiscal  year  of  the  Association  shall  begin  on  the  first  day  of  and 

end  on  the  last  day  of  of  each  year. 

SECTION  XIII 
SEAL 


The  seal  of  the  Association  shall  be  circular  In  form,  upon  which  shall  be  Inscribed 
the  name  of  the  Association  and  the  year  of  Its  incorporation. 

' SECTION  XIV 
AMENDMENTS 


These  bylaws  may  be  altered  or  amended  at  any  annual  meeting  of  the  stockholders,  or 
at  any  other  meeting  of  the  stockholders  called  for  that  purpose  by  the  Board  of 
Directors,  by  a  vote  representing  a  majority  of  all  the  stockholders. 
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We,   the  undersigned,   being  all  the  Incorporators  of  the  

Association,  do  hereby  assent  to  the  foregoing  bylaws  and  do  adopt  the  same  as  the 
bylaws  of  said  Association;  and  In  witness  whereof,  we  have  hereunto  subscribed  our 
names  this  day  of  ,  19  


MARKETING  AGREEMENT 


This  agreement  between  the  Association,  hereinafter  called 

the  "Association,"  ^nd  the  undersigned,  herein  called  the  "Producer" 

WITNESSETH: 


1.  The  Association  buys  and  the  Producer  sells  and  agrees  to  deliver  to  the  Associa- 
tion at  its  plant  or  as  directed  by  It,  all  honey  produced  by  him  or  under  his 
direction  and  control,  excepting  that  honey  sold  by  him  for  neighborhood  retail 
trade  or  used  by  Producer  for  home  consumption. 

On  or  before  (July  i)  of  each  year,  Producer  agrees  to  notify  Association  of 
the  number  or  colonies  of  bees  from  which  he  plans  to  market  honey  during  such 
year. 

2.  Producer  agrees  to  deliver  the  honey  covered  by  this  agreement  as  directed  by  the 
Association  at  the  earliest  practicable  date  after  removal  from  the  hives.  Pro- 
ducer shall  give  the  Association  at  least  (5)  days'  notice  before  beginning 
delivery  of  any  crop  of  honey,  and  all  honey  to  be  marketed  through  Association 
shall  be  delivered  on  or  before  the  first  day  of  (December)  in  the  year 
produced . 

3.  The  Producer  agrees  that  the  Association  may,  within  the  discretion  of  the  Board 
of  Directors,  pool  or  commingle  the  honey  of  Producer  with  honey  of  the  grade  and 
quality  delivered  in  the  same  year  by  other  producers.  The  Association  shall 
grade  the  honey  and  its  grades  shall  be  conclusive. 

4.  The  Association  agrees  to  receive,  mix,  grade,  process,  pack,  store,  sell, 
market,  and  otherwise  handle  the  honey  delivered  by  the  Producer  and  other  pro- 
ducers signing  similar  agreements  with  due  care  and  diligence  and  in  accordance 
with  such  methods,  manner,  and  form  as  are  calculated,  in  its  discretion,  to 
serve  the  best  Interests  of  the  Producer. 

Association  agrees  further  that  it  will,  within  a  reasonable  time  after  the  sale 
of  such  honey,  or  from  time  to  time,  remit  to  Producer  from  the  proceeds  of  such 
sales  the  sums  due  and  payable  to  him,  less  his  proportionate  share  of  all  costs 
and  expenses  and  deductions  for  capital  purposes,  provided  that  the  amount  set 
aside  by  the  Association  for  capital  shall  not  exceed  (  l  cent )  per  pound  for 
each  pound  of  honey  delivered  by  Producer  hereunder. 

5.  It  is  agreed  between  the  parties  hereto  that  title  to  the  honey  delivered  under 
this  agreement  shall  pass  to  the  Association  upon  its  receipt  at  the  Associa- 
tion's warehouse  or  other  place  designated  by  the  Association.  It  is  agreed, 
further,  that  the  Association  may  borrow  money  for  any  Association  purposes  and 
pledge  all  of  such  honey  as  security  therefor  without  limitation. 

6.  It  is  agreed  that  the  Articles  of  Incorporation  and  the  Bylaws  now  or  hereafter 
in  effect,  and  this  contract,  constitute  the  entire  agreement  between  the  Asso- 
ciation and  the  Producer. 

In  the  event  of  failure  of  Producer  to  deliver  honey  to  Association  as  provided 
herein,  he  agrees  to  pay  the  Association,  as  liquidated  damages  and  not  as  a 
penalty  for  breach,   cents  per  pound  on  all  honey  delivered  elsewhere. 

7.  After  this  agreement  shall  have  been  in  effect  (2)  years,  either  party  may 
terminate  it  by  giving  notice  in  writing  to  the  other  party  during  the  month 
of  December  of  any  year,  such  cancelation  to  take  effect  at  the  close  of  the 
calendar  year  in  which  such  notice   is  given.     If  neither  party  terminates  this 
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agreejueot  as  herein  provided,  It  Is  mutually  agreed  that  this  shall  constitute 
conclusive  evidence  that  the  parties  hereto  have  renewed  this  agreement  for 
another  year. 

IN  WITNESS  WHEREOF,  the  parties  hereto  have  executed  this  agreement  at  

 ,  this  day  of  ,   19  . 


Association.   Producer. 


By    (  Address  ) 


MEMBERSHIP  CERTIFICATE 


 ASSOCIATION 

This  Is  to  certify  that  Is  a  member  of  

 Association,  a  nonprofit  cooperative  marketing  association,  and  as  such  Is 

entitled  to  all  of  the  rights  and  privileges,  and  Is  likewise  bound  by  and  subject  to 
all  of  the  obligations  and  conditions  pertaining  to  such  membership  as  set  forth  In 
the  articles  of  Incorporation,  bylaws,  and  marketing  agreement,  now  or  hereafter  In 
effect.     The  member  named  herein  has  paid  a  membership  fee  of  $  . 

This  certificate,  and  the  membership  and  rights  represented  by  It  are  nontransferable. 

In  witness  whereof,  the  said  Association  has  caused  this 

certificate  to  be  signed  by  Its  duly  authorized  officers,  and  Its  corporate  seal  to 
be  hereto  affixed  this  day  of  ,   19  . 

By  

President 

(Seal) 
Attest 


Secretary 


REVOLVING  FUND  CERTIFICATE 

Series  

NO  (Date)  

Amount,  $  

This  certifies  that   of  .Is 

entitled  to  receive  the  amount  of  dollars  from  the  

 Association  on  account  of  capital  furnished  and/or  patronage  dividends 

or  deductions  for  revolving  fund  purposes  as  provided  In  the  bylaws  thereof,  subject 
to  the  following  conditions: 

1.  This  and  other  revolving  fund  certificates  of  the  same  series  are  retlrable  In 
the  sole  discretion  of  the  board  of  directors,  either  fully  or  on  a  pro  rata 
basis,  but  certificates  Issued  In  prior  years  shall  be  entitled  to  priority  In 
retirement  except  In  liquidation. 

2.  The  amount  stated  In  this  certificate  shall  bear  only  such  rate  of  Interest, 
If  any,  as  the  board  of  directors  may  fix,  from  time  to  time.  In  no  event  to 
exceed  six  percent  per  annum. 

3.  This  certificate  Is  transferable  only  on  the  books  of  the  association. 

4.  This  and  other  certificates  shall  be  Junior  and  subordinate  to  all  other  debts 
of  the  association,  both  secured  and  unsecured.  Upon  the  winding  up  or  liquida- 
tion of  the  association  In  any  manner,  after  full  payment  to  all  Its  other  cred- 
itors, all  revolving  fund  certificates  shall  than  be  retired  In  full  or  on  a  pro 
rata  basis,  without  priority. 

In  witness  whereof  the  .  ^Association  has  caused  this  certif- 
icate to  be  signed  by  Its  duly  authorized  officers  and  to  be  sealed  with  Its  seal, 
this  day  of  ,    19   • 
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